Pu 
American Associati Conciliation. 
Entered as second class matter at New York, N. Y., 
Postoffice, February 23, 1909, under act of July 16, 1894 


ALVIN SAUNDERS JOHNSON 
Professor of Economics, Cornell University 


APRIL, 1914, No. 77 


American Asseciation for International Ceneiliation 
Sub-station 84 (407 West 117th Street) 
New Yerk City 


— 












Lyman Assott, New York. 

CHARLES Francis ADAMS, BOSTON. 

Raye A. ALDERMAN, CHARLOTTESVILLE, 
A. 

Rosert Bacon, New Yor«x. 

RICHARD BARTHOLDT, St. Louis, Mo. 

GrorcE BLUMENTHAL, NEW YORK. 

Cirrton R. BRECKENRIDGE, Fort SMITH, 


ARKANSAS. 
Witiiam J. Bryan, Lincoin, NEB. 
T. E. Burton, CLEVELAND, OHIO. 
NICHOLAS MuRRAyY BuTLER, NEw YorK. 
ANDREW CARNEGIE, New YorRK. 
Epwarp Cary, New Yor«k. 
osePpH H. CHOATE, New York. 
ICHARD H. Dana, Boston, Mass. 
ArtHuR L. DasHER, Macon, Ga. 
Horace E. Deminc, NEw York. 
CuarLes W. Exiot, CAMBRIDGE, Mass. 
Joun W. Foster, WasHINGTON, D. C. 
Austen G. Fox, New Yorx. 
Rosert A. FRANKS, ORANGE, N. J. 
Rosert GARRETT, BALTIMORE, Mp. 
OHN ARTHUR GREENE, NEw YorK. 
AMES M. GREENWOOD, Kansas City, Mo. 
. H. Hatten, Lonpon, Wis. 
FRANKLIN H. Heap, Cuicaco, IL. 
Wituram J. Hotiann, PitrssurGnH, Pa. 
Hamitton Hott, New Yorx. 
Davin STARR JORDAN, STANFORD UNIVER- 
sity, CAL. 
J. H. KirKianp, NAsuvitie, TENN. 
Apo.LpH LEWISOHN, NEw YorRK. 
Sets Low, New York. 





COUNCIL OF DIRECTION OF THE 
AMERICAN ASSOCIATION FOR INTERNATIONAL CONCILIATION 


CiLarRENcE H. Mackay, New York. 


‘THEODORE MARBURG, BRUSSELS, BELGIUM. 


BRANDER MATTHEWS, New Yo! 
Siras McBee, New Yorx. sx 


Grorce B. MCCLELLAN, PrINcETON, N. J. 


ANDREW J. MontaGuz, RICHMOND, Va. 
W. W. io San Francisco, Cat. 
Levi P. Morton, New York. 
STEPHEN H. O.rin, New York. 
Henry S. PritcHett, New York. 
A. V. V. Raymonp, BuFFALo, N. Y. 
Ira REMSEN, BALTIMORE, Mp. 
AMES Forp Ruopgs, Boston, Mass. 
OWARD J. Rocers, ALBANy, N. Y. 
E.rmu Root, Wasuincton, D. C. 
. G. ScnurMan, ItHaca, N. Y. 
AMES Brown Scott, WaASHNGTON, D. C. 
SAAC N. SELIGMAN, NEw York. 
CHARLES Hitcucock SHERRILL, New York. 
F. J. V. Sxirr, Cuicaco, It. 
WitiraM M. SLOANE, New York. 
JAMES SPEYER, New York. 
Oscar S. Straus, New Yor«. 
Mrs. Mary Woop Swirt, BERKELEY, CAL. 
Grorce W. Taytor, Demopotis, ALA. 
. H. Titrman, WasuinctTon, D. C. 
W. H. Totman, New Yor«k. 
CHARLEMAGNE TOWER, PHILADELPHIA, Pa. 
BENJAMIN F. TRUEBLOOD, WASHINGTON, 


Epwarp Tuck, Parts, FRANCE. 

Georce E. VINCENT, MINNEAPOLIS, MINN, 

oa D. WHEELWRIGHT, PORTLAND, 
RE. 


PREFATORY NOTE 


Alvin Saunders Johnson was born at Homer, 
Nebraska, in 1874. He was graduated from the 
University of Nebraska in 1897, and received the 
degree of Ph.D. from Columbia University in 1902. 
From 1902 to 1906 he served as tutor, instructor and 
assistant professor of economics in Columbia Univer- 
sity. Since 1906 he has served successively as pro- 
fessor of economics in the universities of Nebraska, 
Texas, Chicago, Stanford and Cornell. He is author 
of an Introduction to Economics, and has contributed 
numerous articles on economic subjects to technical 
journals in this field. Under the direction of Professor 
J. B. Clark he has conducted, for the Carnegie Endow- 
ment for International Peace, studies on the Attitude of 
American Labor Organizations toward Militarism, the 
History of the American Peace Movement, the Atti- 
tude of American Business Classes toward Militarism. 
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COMMERCE AND WAR 


NTERNATIONAL trade, we are often told, is one 

of the most powerful of the influences making for 
universal peace. Century by century, decade by dec- 
ade, the commercial relations between nations become 
closer. In steadily increasing measure the welfare of 
one nation is bound up with that of other nations 
through trade. Statesmen may view with alarm the 
increasing dependence of their countries upon foreign 
supplies and foreign markets, and endeavor to check 
the progress toward world organization through isolat- 
ing policies of fiscal regulation. In vain. Since the 
time of Henry Clay we have striven to maintain an 
“American system” of economic organization; but the 
importance of our international economic relations has 
none the less vastly increased. There is no power in 
national governments sufficiently great to hold in check 
the modern tendency toward an order of universal eco- 
nomics. 


IN THE PAST TRADE A COMMON CAUSE OF WAR 


That international trade is destined to increase in 
importance can hardly be denied. Is it certain, how- 
ever, that trade between nations tends toward univer- 
sal peace? Such was not the tendency in past ages. 
What was it that animated the mutual hatred of the 
Italian cities in the period of the Crusades? Compe- 
tition for the trade of the Levant. The East India trade 
was responsible for a great share of the cruelties per- 
petrated in the struggle between Spain and the Nether- 
lands. The bloody war between England and Holland 
in the 17th century was essentially a trade war. Com- 
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petition in trade kept England and France in arms for 
one hundred years. The Napoleonic wars were in 
part, at least, a result of trade rivalries, as was also 
the Crimean war. The Russo-Japanese war, the Boer 
war, the war between Italy and Turkey are recent wars 
in which the trading motive is easily discernible. Even 
our own Spanish-American war has been ascribed by 
certain European historians to a desire on the part of 
the American people for colonial markets. 

Alongside of the optimistic view that increasing for- 
eign trade is a force making for world peace, we must 
place the pessimistic view that all modern wars are es- 
sentially commercial, and that war is, in fact, an in- 
evitable concomitant of trade expansion. The latter 
view appears, indeed, to have the better support from 
history. The growing dependence of Venice upon 
trade, in early modern times, made that state not less 
but more warlike. When the Netherlands began to 
engage heavily in trade, they also became prompt to 
accept occasions for war. Most of England’s reputa- 
tion for pertinacious fighting has been established since 
her assumption of the role of a great trading nation. 

Accordingly, it is a question of great interest whether 
a strife-breeding quality is really inherent in trade. If 
this be the case, the prospect of permanent interna- 
tional peace is remote indeed. There is every reason 
to believe that for ages to come international trade 
relations will grow increasingly important ; and if trade 
is naturally bound up with war, this must signify only 
that the wars of the future will be more calamitous 
than those of the past. 


CHARACTER, NOT QUALITY, Or TRADE BEARS UPON WAR 
AND PEACE , 


If we wish to understand the relation between for- 
eign commerce and war, we must inquire, first of all, 
whether we are justified in treating commerce purely 
in quantitative terms. Foreign trade manifests a wide 
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variety, both in the objects that enter into it and in 
the circumstances in which it is conducted. In either 
respect it undergoes marked changes from generation 
to generation—changes that a purely quantitative study 
does not reveal. And even a very superficial examina- 
tion of international relations indicates that it is the 
character, rather than the quantity, of trade that bears 
upon the question of war or peace. England and Ger- 
many compete in the export of textiles to the United 
States; the trade is an important one, yet it is never 
enumerated among the causes of the alleged hostility 
existing between the two nations. Both countries are 
competitors in the purchase of American cotton, but 
this competition excites no international animosity 
whatever. For a number of years Canadian competi- 
tion in the supplying of wheat to the British market 
has threatened to confine our own wheat growers to 
the national market; but it would be difficult to find 
anywhere in the United States a trace of jealousy of 
Canadian agricultural development. For the United 
States, as for many other countries, England is by far 
the greatest market for exports and imports as well. 
Yet it has never occurred to our enemies to devise plans 
for excluding us from the British market, nor has it 
occurred to us that we might ever have to fight for it. 

The markets of North China, on the other hand, are 
relatively unimportant, if measured quantitatively. 
Yet there are nations that endeavor to exclude other 
nations from them; and such exclusion would be re- 
garded as proper ground for serious diplomatic repre- 
sentations, if not for war. Central Africa is worth 
scarcely anything to the white races except as a mar- 
ket. And, as a market, its power of supplying and ab- 
sorbing products is low. Nevertheless, great powers 
have recently been brought to the verge of war by the 
question of the control of this region. 

As the foregoing contrast indicates, there is a kind 
of trade which involves no warlike element, and an- 
other kind that is a natural cause of strife. In what 
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does the difference fundamentally consist? Not in 
the kind of objects entering into trade, but in condi- 
tions arising in the field of values and determining the 
possibilities of profit. 


TRADE WITH “BARBARIANS” BREEDS WAR 


Among nations in the same plane of civilization, 
already closely related through trade, there exists a 
fairly uniform scale of values. With due allowance 
for costs of transportation and customs duties, all 
movable goods command about the same price in the 
United States as in England or France or Germany. 
The American wheat exporter can just afford to send 
wheat to the British market. The price he receives 
pays him for his labor and risk, and gives him ordi- 
narily a reasonable profit besides. It gives him no sur- 
plus on which to finance a campaign of exclusion 
against Canadian or Russian wheat exporters. The 
latter, also, are forced to content themselves with mod- 
erate rewards. There are no startling profits to ex- 
cite international jealousies. Accordingly, there is 
nothing in a trade of this character that could by any 
chance lead to international strife. Some ill feeling 
may occasionally be produced by what appear to be 
unfair competitive methods, such as “dumping.” But 
this is essentially a matter of industrial rather than 
commercial competition, and hence falls outside of the 
range of the present inquiry. 

The trade between regions differing widely in civ- 
ilization, especially if it is a new trade, stands on an- 
other footing. Here the most striking fact is discrep- 
ancy in the scale of values. In Oregon, one hundred 
years ago, four leaves of tobacco could command a 
beaver skin. On the African Gold Coast, in the early 
18th century, a lucky trader might occasionally ex- 
change a handful of salt for a handful of gold dust. 
There was a time when the Japanese ratio of gold to 
silver was one to four, while that of the Occident was 
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one to fifteen. From such instances, chosen, it is sig- 
nificant to note, from the more or less remote past, 
it is easy to reconstruct for ourselves the conditions 
under which the foreign trader worked. A fortune 
was easily to be had through the exploitation of exist- 
ing differences in value scales. In the nature of the 
case, however, profits of such character could not be 
permanent. They were essentially similar to those 
from placer mining: exceedingly remunerative to the 
first comer, but intolerant of competition. 

Monopoly was a normal characteristic of trade be- 
tween regions with widely varying scales of value. 
The East India Companies of Portugal, Holland, and 
England could not tolerate “interlopers,” their own 
nationals not authorized to trade under the laws of the 
companies. No more welcome were the interlopers in 
the American fur trade, or in the African slave trade. 
And if a chartered company could not tolerate the 
competition of its nationals, what must have been its 
attitude toward the citizens of other nations that at- 
tempted to trade in the territory which it had marked 
out for itself? History affords us an abundance of 
information bearing upon this question. Always the 
foreign trader was regarded with detestation. To mis- 
lead him by false information, to place him in the 
hands of corrupt guides who would conduct him out 
of the track of profitable trade or even into positive 
dangers, were among the mildest measures employed. 
If the foreigner manifested the determination to force 
himself into the forbidden trade, distrust and ill will 
ripened into implacable hostility. The history of 
trade with so-called barbarous races is red with “fac- 
tories” burned and massacres perpetrated. The na- 
tions to which the traders owed allegiance might be 
at peace; but between the traders themselves there 
could be no lasting peace. There is scarcely anything 
in history more barbarous than those wars of trad- 
ing posts on the coasts of India or Africa or in the 
forests of America. It was a warfare without rules, 
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having for its object not subjugation, but utter ex- 
termination. 

It was inevitable that the bitterness arising from 
such conflicts should extend, in ever-widening circles, 
until they colored the whole national consciousness, 
Spanish cruelty, French chicanery, British perfidy, 
and the cold greed of the Dutch, were popular con- 
cepts originating in the contest for trade on the fringe 
of Occidental civilization, or, in economic terms, on 
the fringe of the Occidental value system. And these 
concepts, if they did not lead directly to international 
war, none the less afforded a basis for the warlike fer- 
vor upon which the statesman relied in his schemes 
of national aggrandizement. 


EXPLOITATIVE TRADE IS DISAPPEARING 


For upward of a thousand years trade has been car- 
ried on between the commercialized Occident and re- 
gions under different scales of values. And in all this 
period the trader has provided causes of war, or con- 
tributed substantially to any other causes that might 
arise. In this millennium, however,the Occidental value 
system has gradually extended its borders. At the 
beginning of the period it included only the central 
European part of the Mediterranean basin. Trade 
with Syria, Africa and North Europe was worth fight- 
ing for. At the close of the epoch of discovery, most 
of Europe was under one value system; nations could 
afford to fight only for the trade of other continents. 
At the opening of the 19th century the cream of the 
exploitative trade of America and the East Indies had 
been skimmed ; yet much remained worth monopolizing 
even there, and Eastern Asia and the greater part of 
Africa were virgin soil. At present, what remains? 
Parts of China and Central Asia; the heart of Africa, 
a few remote districts like the headwaters of the Ama- 
zon and the territory around Hudson Bay. For the 
rest, the world is under a uniform scale of values. 
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Exploitative trade, which for ten centuries incited the 
nations to war, has practically completed its mission. 

Although the era of exploitative trade is almost at 
an end, it would be rash to assume that its political 
influence has vanished. Political systems are constant- 
ly adapting themselves to economic conditions, but al- 
ways lag behind. In this sense, politics is past eco- 
nomics. Especially is this true of international poli- 
tics, where tradition necessarily plays an exceedingly 
important part. Domestic policies may change with 
the rise to power of a new political party, but a na- 
tion’s foreign policy is expected to remain consistent. 
Whatever party controls our government, we may be 
sure that it will cherish the Monroe doctrine with 
traditional zeal. The British government, whether 
conservative, liberal or radical, must fix a watchful 
eye upon the trade routes to India; Russia, whether 
an absolute monarchy or a constitutional government, 
must keep alive its traditional yearning for Constan- 
tinople and British India. These and similar policies 
are in large measure the outgrowth of the exploitative 
trade that is now vanishing from the earth. The trad- 
ing advantages to be derived from the occupation of 
India are no longer worth fighting for. With India 
under British rule the Russian trader finds no obsta- 
cles placed in his path; and if India were under Rus- 
sian rule, its trade with England would not be serious- 
ly affected. One hundred years ago India was a rich 
prize, commercially; it is now merely a region in 
which men may buy and sell at moderate profits. 
Russia and Great Britain may yet fight over India, but 
if they do it will be chiefly on account of memories of 
economic relations now obsolete. 


THE TRADE IN LUXURIES IS CONDUCIVE TO INTERNA- 
TIONAL ILL-WILL 


The trade between regions of. the same order of 
Civilization has itself undergone noteworthy changes 
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in character. In early modern times the commodities 

entering most generally into international trade were 

luxuries. Spices and gems from the East, amber from 

the Baltic, silks and other textiles from the Mediter- 

ranean cities, arms from Germany and Spain, are 

typical of the wares that could bear the expense of 

transportation when carriage by land was laborious 

and carriage by sea fraught with risks. With the im- 

provement of ocean and land carriage a vast com- 

merce in staples grew up. Along with the commerce 

in staples has arisen what in default of a better name 

we may call a specialty trade, of which the automobile 

and the typewriter may be given as representative ob- 

jects. The trade in specialties is, of course, still | 
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greatly inferior to the staple trade, but it is steadily 
increasing in relative importance. 

These differences in character of trade are not with- 
out a bearing upon the questions of international poli- 
tics. The trader sojourning in a foreign land is an 
important medium of communication of feeling be- 
tween nations. According as the treatment he re- 
ceives is cordial or hostile, he will contribute to inter- 
national good-will or to international hostility. Now, 
the trade in foreign luxuries has always been subject, 
in greater or less degree, to popular condemnation 
and often to hostile public regulation. The representa- 
tive of such trade has shared the hostility directed } 
toward it. Some indication of his position in an earlier 
time is given by the elaborate commercial treaties of 
the 18th century, designed to secure for the trader | 
such elementary rights as freedom of domicile, security | 
against unlawful seizure of his possessions, etc. The 
harshness of the laws regulating his business often | 
forced him to employ illicit methods, the success of 
which was ordinarily assured by the fact that his 
wares were most frequently articles of fashion, and . 
1 could therefore make their way to the consumer in 
| spite of the law. We need only to recall the spectacle 
of a British Parliament debating more stringent rules as 
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for the exclusion of French textiles that fashion never- 
theless required the members of Parliament to buy; or 
the endeavor of the officials of the French Empire to 
exclude from France the Cashmere shawls that they 
yet were forced somehow to procure for their own 
wives and daughters. It is easy to represent to our- 
selves the feelings that a trade of this character must 
have excited in the foreign merchants who conducted 
it. They had every reason for contributing to the mu- 
tual contempt and detestation in which 18th century 
nations held one another. 


TRADE IN STAPLES IS NEUTRAL IN ITS EFFECT UPON 
INTERNATIONAL FEELING 


With the trade in staples the case is entirely dif- 
ferent. Even in early modern times the export of 
English wool to Flanders proved a sound basis for 
harmonious political relations. The exporting nation 
rejoiced in a steady market, the importing nation in 
an unremitting supply of a commodity of wide use. 
The development of a staple trade in the 19th century 
has nowhere evoked international hostility. We can- 
not quarrel with Great Britain for taking our wheat 
and cotton, nor can she quarrel with us for providing 
them. Merchants and their agents residing abroad in 
the interests of a staple trade have very rarely been 
subject to injury or indignity. 

A staple trade may, of course, be crippled by ad- 
verse customs regulations; but in most instances such 
regulations concern national rather than international 
politics. A German duty upon American cotton might 
be injurious to Americans engaged in the cotton trade, 
or to the American producers of cotton. Most of the 
injury, however, must fall upon the German cotton 
manufacturer and domestic consumer, The Germans 
may wish to hoist their cotton supply over their own 
tariff wall: but that is chiefly a matter that concerns 
them alone. The trade in staples is a powerful force 
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and succeeds in making its way against even serious 
obstacles. 

On the other hand, the staple trade cannot be said, 
of itself, to produce a conscious internationalism of 
feeling. Our exporters ship their cotton to the best 
market. The buyer nation may detest us, but it will 
not pay a higher price for cotton from a nation with 
which it is on better terms. There is, in short, no 
sentiment in the staple trade. The qualities of goods 
are known, as are the prevailing prices. The direction 
of the currents of trade is determined, as nearly as 
anything human can be, by mechanical laws. 


INTERNATIONAL TRADE IN SPECIALTIES IS DEPENDENT 
ON INTERNATIONAL GOOD-WILL 


In the specialty trade a different spirit must pre- 
vail. The staple sells itself: the specialty can be sold 
only through systematic cultivation of the market. No 
manufacturer of automobiles or farm machinery or 
typewriters can consign his products to a foreign mar- 
ket, in the confident expectation that they will be 
taken at remunerative prices. A definite demand for 
a particular type of product must precede its profit- 
able supply. 

In building up a demand for a specialty the exporter 
may man his foreign agencies with his fellow-coun- 
trymen, or he may employ foreign agents for the pur- 
pose. In either case it is necessary to cultivate cordial 
international relations. The French merchant who 
desires to work up an American market for his auto- 
mobiles cannot afford to send to this country agents 
who are strongly imbued with the prejudice that Amer- 
ica is a nation of barbarians. Nor can efficient service 
be expected from resident agents who are wanting in 
respect for the French. The international specialty 
trade, as has frequently been noted by observers of 
commercial conditions, manifests throughout its per- 
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"sonnel a spirit of cosmopolitan good-fellowship. It 
could not have been otherwise. 


STABLE COMMERCIAL RELATIONS ESSENTIAL TO SPE- 
CIALTY TRADE 


More than any other branch of commerce, the spe- 
cialty trades stand in need of stable and harmonious 
international relations. We cannot establish a foreign 
market for our automobiles or farm machinery with- 
out a considerable expense in building up a marketing 
organization. A severe customs duty directed against 
us virtually destroys a capital invested. It is not so 
with a staple trade. The British may levy a duty 
upon our wheat, and curtail our market in some meas- 
ure. But we have no capital invested in a wheat- 
marketing organization that the duty could destroy. It 
follows, then, that whereas exporters of staples may 
regard the commercial policy of foreign nations as 
something with which they need not be greatly con- 
cerned, specialty exporters are intimately interested 
in every change in commercial policy. Of all traders 
they are least able to survive a customs war or other 
serious disturbance of international business. 

It may perhaps be supposed that the eagerness of 
the representatives of a foreign trader to cultivate the 
good-will of the people among whom he hopes to con- 
duct business will be met by hostility on the part of 
his domestic competitors. This, however, is to mis- 
conceive the character of the specialty market. The 
agents for different types of automobiles are, to be 
sure, competitors for sales, but they are virtually co- 
operating in producing a general interest in automo- 
biles. There is excellent warrant for the view, often 
expressed by automobile dealers, that more machines 
of American make have been sold in this country than 
would have been sold if French machines had never 
been imported. From trade of this character inter- 
national harmony is the most natural result. 
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MODERN COMMERCE INCREASINGLY DEPENDENT UPON 
PEACE 


One of the two great branches into which trade is 
historically divisible, typified by commerce with co- 
lonials, barbarians, infidels, naturally breeds war. This 
branch of trade has very nearly disappeared through 
the extension of the Occidental value system to the 
ends of the world. Of the other great branch, one 
form, the trade in luxuries, once predominant but now 
relatively insignificant, has served in its time to pro- 
duce international discord. The great staple trade of 
modern times has nothing to gain from interna- 
tional animosities, and the growing specialty trade has 
everything to lose from them. We are therefore justi- 
fied in asserting that war and commerce, united 
through a thousand years, are now in fact divorced, 
except perhaps in the eyes of the international politi- 
cian, who still premises his action upon their ancient 
relation. 

ALVIN SAUNDERS JOHNSON. 


CoRNELL UNIVERSITY. 
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